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EXECUTIVE SUMMARY 



In the effort to improve essential components of the Basic Education Program (BEP), the 
General Assembly has adopted legislation directing the BEP Review Committee 1 to 
perform a comprehensive review of the funding formula, identifying needed revisions, 
additions, or deletions. This year, through a series of full-day meetings, the committee 
has performed a comprehensive review of the following areas: 

• total instructional salary disparity, 

• differences in benefits, 

• inflation indicators, 

• funding for at-risk students, 

• funding for English language learners (ELL), 

• unit component costs, 

• the existing mechanism for funding equalization. 

Each year, on or before November 1, this committee will submit a report to the Governor, 
the State Board of Education, and the Select Oversight Committee on Education, 
identifying funding formula needs. This first edition of the report summarizes the 
findings of the committee, presents the immediate and extended priorities identified by 
the committee, and includes needed technical corrections. 

Salary Disparity 

1. The Governor’s Salary Equity Plan has decreased salary disparity across the state. 
In calculating disparity, health insurance should be included in order to provide a 
more comprehensive picture of total compensation. 

Immediate Priorities 



1. Funding for at-risk students should be substantially increased within the BEP, as a 
separate classroom component (funded at a ratio of 75 percent state and 25 
percent local). 

2. Funding for English language learners (ELL) should be substantially increased 
within the BEP, as a separate classroom component (funded at a ratio of 75 
percent state and 25 percent local). 

3. BEP Technical Corrections - The most current values for FICA should be 
incorporated into the BEP for duty-free lunch and substitute teachers. 



1 Public Chapter 670, House Bill 3510, 2004 Legislative Session 
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Extended Priorities 



1. The state should move toward adoption of a fiscal capacity index based upon a 
136 system-level model, transitioning from the current 95 county model; specific 
recommendations will be included in the committee’s report on November 1, 
2005. 

2. Unit cost components should more appropriately reflect the basic requirements of 
quality educational programs in Tennessee. These areas include: 

a. Pre-Kindergarten for At-Risk Children 

b. Professional Development 

c. School Nurses 

d. Teacher Classroom Materials and Supplies 

e. Technology Coordinators 

f. System-wide Administrative and Instructional Technology 

g. Positions Outside the BEP 

h. Transportation 

i. Capital Outlay 

The BEP Review Committee strongly endorses the complete findings and 
recommendations of this first annual report. 
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RECOMMENDATIONS 



SALARY DISPARITY 



Salary Disparity’ Recommendation #1: 

The baseline for district compensation, upon which salary disparity is calculated, 
should include statewide weighted average salaries for each cell, applied to the 
local salary schedule. In addition, the baseline for district compensation should 
include weighted average local health insurance benefits. 

Both weighted averages should be research-based measures, substantially 
demonstrating “schedule strength” and “insurance package strength”, independent 
of local variations in training and experience. 

Salary Disparity Recommendation #2: 

Annually, the baseline measures of district compensation, including salary and 
health benefits, should be analyzed using local salary schedules and health 
benefits information submitted to the department of education. 

In the event that such data is not available in time to meet legislative deadlines, a 
separate report on disparity will be submitted to the Governor, State Board of 
Education, and Select Oversight Committee on Education. 

IMMEDIATE PRIORITIES 



AT-RISK STUDENTS 

At-Risk Recommendation #1: 



The Basic Education Program formula should provide additional funding for 
100% of at-risk students, grades K-12. 

At Risk Recommendation #2: 



The component for at-risk students should be funded as a separate classroom 
component (funded at the ratio of 75 percent state and 25 percent local), providing 
increased flexibility in responding to the needs of at-risk students. 
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IMMEDIATE PRIORITIES (continued) 



At-Risk Recommendation #3: 



The funding for 100% of at-risk students should be phased in over a period not to 
exceed five years, using either percentage increments of total at-risk students or 
increments of grade-levels served. 

At-Risk Recommendation #4: 



The funding for at-risk students should be based upon a reduction of five students 
from traditional classroom ratios, across all grade levels, as defined within the 
BEP. 

ENGLISH LANGUAGE LEARNERS 

ELL Recommendation #1: 



The component for ELL students should be funded as a separate classroom 
component (funded at the ratio of 75 percent state and 25 percent local), providing 
flexibility in strategies employed and grade levels served. 

ELL Recommendation #2: 



The funding ratio reduction for ELL students should be based upon 1 teacher for 
every 20 students, and 1 translator for every 200 students. 



BEP TECHNICAL CORRECTIONS - FICA 



Unit Components Cost Recommendation #1: 

The most current value of FICA should be incorporated into all duty free lunch 
positions generated by the BEP. 

Unit Components Costs Recommendation #2: 

The most current value of FICA should be incorporated into all substitute teacher 
positions generated by the BEP. 
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EXTENDED PRIORITIES 



FISCAL CAPACITY INDEX 

Fiscal Capacity Index Recommendation: 

The BEP Review Committee endorsed the concept of a 136 system- level 
prototype. The committee voted to recommend, in its November 1, 2005 report, 
that Tennessee convert from a 95 county to a 136 system-level equalization 
model. 

Future discussion will focus on issues related to local tax base and additional 
questions determined by the BEP Review Committee. An additional year will 
allow time for the committee to develop potential phase-in options and gain a 
better understanding of factors driving formula change. This review will facilitate 
the necessary conditions for BEP implementation. 

BEP UNIT COMPONENT COSTS 

Pre-kindergarten for At-risk Children. A new component should be added to 
the BEP to support high quality pre-kindergarten programs for at-risk students. 
Tennessee currently funds 2,500 at-risk children and federally funded Head Start 
serves approximately 16,000 children. The existing level of service leaves an 
additional 20,500 at-risk four-year olds unserved. 

Professional Development. A new component for professional development 
should be formally incorporated into the BEP, funded at a 1% rate of instructional 
salaries. Georgia, for example, funds professional development at a rate of 1 Vi %. 

School Nurses. The formula component for school nurses should be based upon 
a ratio of at least 1 nurse for every 1500 students. Such a level of funding would 
still exceed the recommended ratio of 750, determined by the National 
Association of School Nurses. The component is currently funded at a ratio of 1 
school nurse per 3000 students. Additionally, the BEP spending mandate for 
school nurses should be removed from Tennessee code. 

Teacher Classroom Materials and Supplies. The materials and supply 
allocation for classroom teachers should be based upon a rate of no less than $300 
per teacher. This funding level would be one hundred dollars above the existing 
$200 allocation. In order to ensure an appropriate delineation between shared- 
pool and direct teacher resources, TCA 49-3-359(a) should be updated to reflect 
an increase of $100 directly to classroom teachers. 
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EXTENDED PRIORITIES (continued) 



Technology Coordinators. Technology Coordinators should be funded based 
upon a ratio of at least 1 coordinator per 2500 students, compared to the current 
ratio of 1 coordinator per 6400 students. 

Technology. Funding for technology should be substantially improved to support 
system-wide administrative and instructional technology. The recurring allocation 
of $20 million has not been improved since inception of the BEP. 

Positions Outside the BEP. The BEP should provide funding to account for a 
proportion of additional positions outside the formula. This funding should be 
based upon a reduction in class sizes at grade levels K-6. Additional study is 
needed. 

Transportation. A review of funding components for transportation should be 
included in the committee’s next annual report. 

Capital Outlay. A review of the funding components for capital outlay should be 
included in the committee’s next annual report. 
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INTRODUCTION 



In accordance with Public Chapter 670 of the 2004 legislative session, Tennessee Code 
Annotated 49-1 -302(a)(4) was amended to include a reauthorization of the Basic 
Education Program (BEP) review committee. 

In addition to maintaining the committee’s core constituency of members, the following 
stakeholders were added to inform the committee’s future work: 

• chairs of the standing education committees for the senate and house of 
representatives, 

• director of the office of legislative budget analysis; 

• at least one member from each of the following stakeholders: 

o teachers, 

o school boards, 

o directors of schools, 

o county governments, 

o municipal governments, 

o finance directors (urban, rural, and suburban systems). 

According to legislation, this committee is charged with the regular review of BEP 
components, including the preparation of an annual report on or before November 1 of 
each year. This first edition of the report is submitted to the Governor, State Board of 
Education, and Select Oversight Committee on Education. 

As directed in the legislation, this report “shall include recommendations on needed 
revisions, additions, and deletions to the formula, as well as an analysis of instructional 
salary disparity among local education agencies”. 

This reauthorized committee must convene at least four times annually; its work as 
directed by the legislation shall include, but not be limited to, “the consideration of total 
instructional salary disparity among local education agencies, differences in benefits and 
other compensation among local education agencies, inflation, and instructional salaries 
in the southeast and other regions”. 

Section 9 of Public Chapter 670, House Bill 3510 also specifically directs the BEP 
review committee “to give special consideration to costs of enhanced services to address 
the needs of at-risk children, the cost of educating English language learners, and the 
development and implementation of a system level fiscal capacity model.” 

The enclosed report fulfills all of the required components as directed by Public Chapter 
670, House Bill 3510. 
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WORK OF THE COMMITTEE 



In accordance with Public Chapter 670, the BEP Review Committee has engaged in a 
series of meetings to ensure a high standard of deliberation regarding formula 
improvements. This report represents the foundation for continued dialogue throughout 
the current and future legislative sessions. 

In addition to fulfilling the requirements of legislation, the committee has identified 
several priorities as critical to reflecting the true cost of delivering quality educational 
programs for all Tennessee students. Thoughtful discussion has centered on the following 
initiatives as a foundation for moving towards greater support for high quality teaching 
and learning. 

1. A comprehensive review of total instructional salary disparity, including analysis 
of local education agencies (LEAs), review of inflation indicators, differences in 
benefits and other compensation, and salaries in states in the southeast and other 
regions. 

2. A recommendation of funding improvements for at-risk students and English 
language learners: 

a. Expanding the proportion of K-12 at-risk students funded through the 
formula. 

b. Reducing class size ratios for ELL teachers and translators. 

3. A recommendation of unit cost improvements, reflecting component areas under 
funded within the BEP. 

a. Pre-Kindergarten for At-Risk Children 

b. Professional Development 

c. School Nurses 

d. Teacher Classroom Materials and Supplies 

e. Technology Coordinators 

f. System-wide Administrative and Instructional Technology 

g. Positions Outside the BEP 

h. Transportation 

i. Capital Outlay 

4. An updated review of the fiscal capacity index, including analysis of the existing 
95 county model and newly proposed 136 system-level prototype. 
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1. TOTAL INSTRUCTIONAL SALARY DISPARITY 



Background 

In October 2002, the Tennessee State Supreme Court ruled that teacher salaries, 
“fail(ed) to comply with the State’s constitutional obligation to formulate and 
maintain a system of public education that affords substantially equal educational 
opportunity to all students”. The court concluded that teacher instructional salaries 
should be incorporated as a key BEP funding component, subject to an “annual 
review or cost determination”. 

In November 2003, the Governor’s Task Force on Teacher Pay provided strategic and 
basic conclusions regarding a comprehensive approach to addressing teacher pay 
equity. These conclusions identified “early detection” as the mechanism to provide a 
“clear step-by-step picture of disparity concerns for school systems”; and called for a 
process of annual review “as the way to recommend cost adjustments to the BEP 
salary component”. 

BEP Review Committee Discussion (Total instructional salary disparity): 

The committee reviewed several measures for calculating disparity, using analysis 
performed by the department of education and office of the comptroller. Discussion 
revealed agreement on the need to assess disparity independent of local variation 
caused by training and experience. There was also consensus on the need to include 
local variations in health benefits as a component of the compensation baseline. 

The committee agreed on the use of a weighted average salary, based on the statewide 
percentage of teachers in each salary schedule cell for each system. This weighted 
average included experience for all levels and degree attainment. A weighted average 
local measure of health insurance paid was then combined with the weighted salary 
average for each district, resulting in a baseline of total compensation (salary and 
health insurance), upon which disparity could be measured. 
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